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Abstract 
Various uncertainties require any company to be adaptable to any possible 
environmental changes, and this will be even more so for the small companies which 
have limited resources and facing various constraints. The ability of small companies 
to continually adjust to their changing environment to a large extent rejlects, as well 
as a rejlection of the attitude of their managers or the owners. 
This research investigates the impact of social capital which results from social 
mteraction within a horizontal industrial district on the attitude-related aspects of 
internal and external strategic adaptability. Such foreseen effects are studied from 
interaction of three dimensions of social capital (namely structural embeddedness, 
relational embeddedness and cognitive embeddedness) which occurs indirectly 
through entrepreneurial behavior and social knowledge exchange. 
With the participation from 201 respondents, taken from metal industrial district in 
Tegal Regency, Central Java, this study reveals that entrepreneurial behavior and 
social knowledge exchange, which paradoxial in nature, have the effects on the 
internal and external strategic adaptability, which the effects are dependent on three 
dimensions of social capital. The study also reveals that the interaction ofthree 
dimensions of social capital have the effects on entrepreneurial behavior and social 
knowledge exchange 

